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The researchers who are engaged in financial time series forecasting found that
the financial time series data often has heteroscedasticity phenomena.Engle put for-
ward the autoregressive conditional heteroscedasticity model namely the ARCH mod-
el ,in order to describe the certain relevance of the conditional prediction error vari-
ance.Then,Bollerslev,T.1986 developed into GARCH model, generalized autoregres-
sive conditional heteroscedasticity model. ARCH/GARCH model is especially suitable
for the analysis and forecasting of the volatility,playing a very important role in guiding
for investors and policy makers.ARCH/GARCH model’s significance is not only the
analysis and predictions of the numerical value itself.
Although the GARCH models can well describe the characteristics of stock re-
turn volatility, but in the process of modeling, we found that, GARCH models assume
that the conditional density function of residual depends only on the mean and vari-
ance, the other characteristic of conditional density function (such as the shape param-
eter and skewness features) is assumed to be constant.That is to say GARCH models
only consider the first-order moment and the second-order moment of the time se-
quence,ignoring the higher order moments.For example, in the t distribution, the degree
of freedom corresponds to the third order moment, while the skewness corresponds to
the fourth moment,but in the GARCH models,if we assume the residuals obey t dis-
tribution,then the t distribution is supposed to be unbiased,and think that the degree
of freedom doesn’t change over time.In order to overcome this shortcoming, Hansen
(1994) proposed the autoregressive conditional density model (ARCD model).The AR-
CD model,considering time-varying characteristics of the higher order moments,makes
full use of the conditional density distribution.And ARCD model can better depict the
changes of financial time series.
This paper models the returns of China’s stock market，respectively by using
GARCH and ARCD model.through the empirical results, we can draw out some gen-
eral characteristics of China’s stock market return volatility.And by comparing the two
models, we know that the distribution of financial time series has important meaning
for the comprehensive study of the dynamic behavior of our market returns.
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